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One to two tenure track 
positions for Fall 1989. One on 
our Winona campus and one on 
our Rochester campus. 
Teaching duties include 
undergraduate classes in 
Accounting Principles, 
Intermediate Accounting & 
Cost Accounting. The 
department will accommodate 
those with teaching interests in 
areas such as Tax, Auditing, 
and Governmental Accounting. 
Earned doctorate from an 
accredited university 
preferred. Will consider 
candidates in final stages of 
dissertation. Professional 
certification and relevant work 
experience preferred. Send 
resume and list of 3 references 
(with addresses and phone 
numbers) to: Accounting 
Search, Human Resources, 
Winona State University, 




Buena Vista Palace 
Walt Disney World Village 
June 1-3, 
1989
For information contact: 
ASWA National Headquarters 
35 E. Wacker Drive, Suite 2250 




Two of our former editors’ names 
do not appear in their customary 
places on the masthead of this 
issue. Dr. Tonya Flesher, acting 
dean of the School of Accountancy 
at the University of Mississippi, 
served The Woman CPA for many 
years. She became a member of the 
editorial board in the 1970’s and 
then moved to the Education 
Department as editor in 1980.
Dr. Roland Madison, professor of 
accounting at John Carroll 
University, has moved from 
associate editor-manuscripts to 
editor of the Education 
Department. Roland’s contribution 
to this journal in the past three 
years has been immeasurable. 
Truly, there were times that an 
issue would not have been complete 
if Roland hadn’t given his time and 
talent. We are fortunate that he has 
accepted this new position.
With this issue, new staffing 
occurred in the associate editor 
positions of our journal. One of 
these individuals was promoted 
from within while the other was 
recruited from outside.
Betty C. Brown, 
associate professor 
of accountancy at 
the University of 
Louisville, was 
promoted from 
the editorial board 
to associate editor- 
  manuscripts.
Betty has a Ph.D. from Virginia 
Polytechnic Institute and State 
University and holds the CPA, 
CMA, and CIA certificates. Her 
professional experience includes 
periods with the tax department of 
a large trust company and a 
regional CPA firm and a summer 
residency with Arthur Andersen & 
Co. She is a member of the AICPA, 
the Kentucky Society of CPAs,
AWSCPA, AAA, ICMA, and IIA, 
and she serves on the editorial 
board of the Journal of 
Accountancy. Her articles have 
appeared in The Woman CPA, The 
Journal of Accounting, Auditing, 
and Finance, The International 
Journal of Accounting Education 
and Research, The Journal of 
Accountancy, The National Public 
Accountant, and The Practical 
Accountant.
Amelia (Amy) A. Ripepi, an 
experienced manager in the 
accounting and audit practice of 
Arthur Andersen & Co. in Chicago, 
was recruited from outside to join 
the staff as associate editor-special 
features. Amy has been with 
Arthur Andersen & Co. since 1978 
and recently completed a two-year 
assignment with the firm’s 
headquarters Accounting 
Principles Group where her areas 
of specialization included income 
tax accounting, inventory issues, 
and SEC reporting matters. Amy 
graduated cum laude from 
Carleton College, has a master’s 
degree in management from 
Northwestern University, and is a 
CPA in Illinois. She is a member of 
AWSCPA and the Illinois Society 
of CPAs. Amy has made numerous 
presentations on a variety of topics, 
including income tax accounting, 
financial reporting implications of 
uniform cost capitalization, SEC 
reporting, and LIFO inventory 
accounting. Recently, she has 
spoken on Accounting for Income 
Taxes — SFAS No. 96 to numerous 
audiences, and her article on that 
topic was published in Taxation for 
Accountants.
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Taking The ESP 
Out Of EPS By Eugene J. Laughlin and Kenneth L. Fox
Earnings per share (EPS) is a logical extension 
of financial reporting. In general, per share 
analysis is merely a procedure employed in 
relating an aggregate total to an individual share 
of common stock. The per share idea is readily 
adaptable to an existing frame of reference since 
investors buy and sell, are billed, and pay in terms 
of price per share. Stock market prices and 
transactions are reported by dealers and by 
financial media in per share terms. Investors 
may assess their positions in 
terms of actual or 
potential changes 
in the market.
on a per share basis.
The Financial Accounting Standards Board has 
stated:
Financial reporting should provide information 
that is useful to present and potential 
investors and creditors and other users in
making rational investment, credit, and
similar decisions. The information should be 
comprehensible to those who have a reasonable 
understanding of business and economic — 
activities and are willing to study 
the information with
reasonable diligence  
[FASB, 1978.  
para. 34].  
EPS
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In discussing qualitative 
characteristics, the Board said: 
“The benefits of information may 
be increased by making it more 
understandable and, hence, useful 
to a wider circle of users” [FASB, 
1980, para. 40].
Notwithstanding the above 
statements by the Board, the 
procedures presently required in 
making earnings per share 
calculations may lead to 
misunderstandings and erroneous 
interpretations. Three areas have 
been largely responsible for the 
confusion, misunderstanding, and 
misinterpretation surrounding 
earnings per share computations. 
The areas are: (1) using a weighted 
average to determine the number 
of shares of stock outstanding, (2) 
determining common stock 
equivalents for convertible 
securities as well as for warrants 
and options, and (3) employing the 
treasury stock method for assumed 
conversion of options and warrants.
This article presents a method of 
computing earnings per share that 
is simpler to understand than the 
one currently in use. In addition, 
the suggested method is more 
directly related to a firm’s present 
income position and the near-term 
potential for changes in the number 
of shares of common stock 
outstanding.
Weighted Average
Although earnings accumulate 
over a period of time, the sum total 
of the earnings at the end of a 
period relates to the number of 
shares outstanding at the end of 
that period. If the purpose of the 
earnings per share calculation is to 
provide users of financial 
statements with useful information 
about immediate past earnings per 
share, the use of a weighted 
average fails to meet this goal. 
Commenting on studies concerning 
the use of past earnings to predict 
future earnings, Kam states that
. . . the earnings series, through 
time, can be described as a process 
affected by some probability law 
such that the best estimate of 
future income is the proceeding one 
[Kam, 1986, p. 351].
Two solutions to the problem 
caused by use of a weighted 
average are evident. One solution 
would be to present earnings per 
share for partial periods that 
reflect the results at various times 
when differing numbers of shares 
were outstanding. The obvious 
. . . the procedures presently required in 
making earnings per share calculations 
may lead to misunderstandings and 
erroneous interpretations.
drawback to this solution is the 
number of earnings per share items 
that would be presented for one 
year and the resulting confusion 
this would engender. The second 
and preferable solution would be to 
base the computation on the 
number of shares outstanding at 
the end of the period. This 
procedure would recognize that the 
information is based on past 
activity and that the amount shown 
is, indeed, the stockholders’ per 
share interest in those earnings at 
that period end. The proposed 
change is more compatible with the 
general sense and understanding of 
the term “earnings per share.”
The use of the number of shares 
outstanding at the end of the period 
would provide the basis for 
computing what will be called in 
this article basic earnings per 
share. The computation for basic 
earnings per share is quite simple 
and straightforward: net income 
before extraordinary items divided 
by the number of shares of common 
stock actually outstanding at the 
end of the reporting period.
Common Stock Equivalents
Many of the comments in the 
literature have been directed 
toward the determination of 
common stock equivalents, focusing 
upon the test employed for 
classification as common stock 
equivalents and the one-time 
determination of the classification. 
The intent of the standard-setters 
— to show the possible effects that 
other securities in the financial 
structure could have on primary 
earnings per share — is a 
worthwhile one. However, the rules 
for determining common stock 
equivalency are questionable.
Convertible Securities
In APB No. 9, the Accounting 
Principles Board recognized that 
certain securities derive a major 
portion of their value from their 
conversion rights or their common 
stock characteristics and stated 
that “such securities should be 
considered ‘residual securities’ for 
the purpose of computing earnings 
per share” [APB, 1966, para. 33]. 
Subsequently, APB No. 15 resulted 
in some convertible securities being 
included in the determination of 
primary earnings per share and in 
fully diluted earnings per share 
while others are included only in 
fully diluted earnings per share 
[APB, 1969, para. 31-44]. 
Convertible securities are included 
in primary earnings per share and 
in fully diluted earnings per share 
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if they pass the common stock 
equivalency test; failing that test, 
they are included only in fully 
diluted earnings per share. Once 
that determination is made, it is not 
changed.
In APB No. 15, the common stock 
equivalency test was based on a 
cash yield of less than two-thirds of 
the prime rate [APB, 1969, para. 
33]. The first change in the test 
occurred in FASB No. 55 when the 
prime rate was changed to the 
corporate Aa rate [FASB, 1982, 
Instead of using a one-time classification 
rule, the common stock equivalency 
should be evaluated as of the date 
of the financial statements.
para. 7]. Just three years later, 
FASB No. 85 changed the test for 
convertible bonds from the cash­
yield basis to an effective yield of 
less than two-thirds of the 
corporate Aa bond rate, but it left 
the two-thirds cash-yield test for 
the convertible preferred stock 
[FASB, 1985, para. 3]. Changes to 
these kinds of bases were made 
because the cash yield and the 
corporate bond rate are easy to 
determine, objective, and 
verifiable. However, in a recent 
study of 115 convertible securities 
(82 bonds and 33 preferred stocks), 
Dudley concluded that neither test 
has predictive value and both
. . . have great potential to mislead 
financial statement users. In terms of 
actual conversion by the fourth year, 
both tests misclassify securities over 
half the time, with overstatements of 
PEPS (primary earnings per share) 
predominating [1986, p. 12].
If the classification test results in 
classifying a security as a common 
stock equivalent and that security 
is not converted, then primary 
earnings per share are understated. 
The reverse is also true; if the test 
fails to classify a security as a 
common stock equivalent and the 
security is converted, then primary 
earnings per share is overstated. 
The study covered a four-year 
period for conversion, which seems 
sufficiently long for most security­
holders’ planning horizons. Other 
earlier studies on the original 
prime rate test found that common 
stock equivalents were no more 
likely to be converted than were 
those stocks that were not common 
stock equivalents [Frank and 
Weygandt, 1971, p. 110, and 
Hofstedt and West, 1971, p. 332].
Regardless of management’s 
intentions or the relationship of the 
effective yield to the corporate Aa 
bond rate at the time of issue, the 
benchmarks against which 
common stock equivalency are 
measured are actually driven by 
economic forces in the marketplace. 
Because of this, the desirability of 
conversion changes from time to 
time. Given these circumstances 
and the fact that studies show that 
the present common stock 
equivalency tests lack predictive 
value, it appears that the one-time 
classification rule should be 
abandoned.
Instead of using a one-time 
classification rule, the common 
stock equivalency should be 
evaluated as of the date of the 
financial statements. Since the 
intent is to determine equivalency 
in the short term, any security that 
is not convertible within the next 
fiscal year should not be evaluated. 
Market prices at the date of the 
financial statements should be used 
for the evaluation. If, at the date of 
the financial statements, the 
market price of the security is such 
that its effective yield is equal to or 
very near the average yield for 
securities of the same quality 
classification (e.g., Aa or Ba), then 
it may be presumed that the 
market forces are evaluating the 
overall security. In other words, it 
is the totality of the security, not 
just its convertibility, that makes 
the yield very near the average for 
securities in its quality 
classification. The market for such 
a security does not envision a 
reason for the yield to be 
substantially higher or lower than 
the average. If, however, the 
market price of a convertible 
security is such that its effective 
yield is very much below the 
average yield for the same quality 
classification, it is because the price 
of that security has been driven up 
by the underlying common stock 
price. In the latter case, those 
convertible securities should be 
used in determining what may be 
called an adjusted earnings per 
share because the potential for 
conversion in the near-term exists.
How much below the average the 
yield must be before it is presumed 
that the market price of the 
security is reflecting its 
convertibility is open to debate. A 
certain amount of compromise or 
arbitrariness is usual in this 
situation. The FASB used two- 
thirds in its test; any level 
sufficient to establish the market’s 
evaluation of that security as a 
common stock equivalent (say, for 
example, three-fourths) would be 
appropriate.
To show the effects that 
conversion would have on basic 
earnings per share, the conversion 
should be assumed to have taken 
place at the beginning of the year.
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In this way, users of financial statements are able 
to assess the effects of the conversion on current 
earnings. In computing an adjusted earnings per 
share, an assumed conversion also requires an 
adjustment to the numerator for the interest or 
dividends that would not have been incurred 
had the securities been converted at the 
beginning of the period.
Options and Warrants
Options and warrants differ from convertible 
securities in that they usually have no cash 
yield, derive their value from their right to 
obtain common stock at specified prices for 
a period of time, and may require a cash 
payment to acquire the additional 
commons shares. The Accounting 
Principles Board states these 
securities should be regarded as 
common stock equivalents at all 
times with the amount of dilution to 
be reflected in earnings per share by 
an application of the so-called “treasury 
stock” method [APB, 1969, para. 36].
Rights to purchase shares below the 
market price have the potential for 
changing earnings per share. As in the case 
of convertible securities, the common stock 
equivalency of such rights should be evaluated 
as of the date of the financial statements with the 
evaluation limited to those rights that may be 
exercised during the subsequent fiscal year. If, at the 
date of the financial statements, the sum of the market 
price of the stock purchase right plus the exercise 
purchase price is below the market price of the share 
itself, then the warrants or options should be regarded 
as common stock equivalents. In this case, the rights 
should be used in computing an adjusted earnings per 
share because there is the potential for changing the 
number of shares outstanding in the near future. On the 
other hand, if the market price of a share is less than the 
total cost of purchasing a share through the acquisition 
and exercise of a warrant or option, then the potential for 
change in shares outstanding does not exist because the 
shares may be obtained more cheaply in the market place.
To show the effect on current earnings per share, the 
additional shares should be presumed to have been 
issued at the beginning of the fiscal period. Since 
exercise of the warrants or options may result in 
payment to the firm for the newly issued shares, an 
adjustment to the numerator of the EPS fraction must 
be made. The adjustment to the numerator is discussed 
in the following section.
A Change from the 
Treasury Stock Method
At present, EPS calculations require 
the use of the treasury stock method to 
adjust for the presumed issue of 
additional common shares through 
stock options and warrants. The 
treasury stock method assumes the 
proceeds would be used to purchase 
treasury stock. This seems an unlikely 
course of action unless the firm needs 
additional treasury shares to fulfill the 
current commitments (such as incurred 
in employee stock option plans) or the 
current market price of the shares 
appears to be a good buy for future 
commitments. If the firm has a strong 
rate of return on assets and is 
experiencing favorable financial 
leverage (factors that are likely to 
exist if the warrant is to be exercised), 
rational economic behavior would 
indicate that the funds should be invested 
in the firm’s operations. That being the 
case, the proceeds from the exercise of the
warrants, adjusted by an after-tax rate of
return on assets (based on net income before 
extraordinary items), should be added to the 
numerator. Depending on the interaction of the 
number of shares issued, the issue price, and the 
basic earnings per share, the adjustment may have 
the effect of increasing or decreasing the basic earnings 
per share.
Summary and Conclusion
The present distinction between primary earnings per 
share and fully diluted earnings per share should be 
eliminated in favor of a different presentation. A 
suggested two-way presentation is basic earnings per 
share and adjusted earnings per share. The basic 
earnings per share would be computed by dividing the 
net income before extraordinary items by the number of 
shares outstanding at the financial statement date. In 
this way, basic earnings per share would be based 
entirely on the number of shares outstanding at the 
balance sheet date.
Those securities whose market prices at the date of 
the financial statements are such as to indicate the 
potential for near-term conversion should be included in 
determining a second earnings pe share simply called 
adjusted earnings per share. Including securities with 
near-term conversion would require additions to both 
the numerator and demoninator used in basic earnings
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per share. These additions are 
shown below.
The numerator would be 
computed as follows:
Net income before extraordinary 
items (from the income statement)
+ After-tax interest costs on the 
bonds that have near-term 
conversion potential
+ Dividends required on the 
preferred shares that have near- 
term conversion potential
+ After-tax return on the proceeds 
from shares issued upon the 
exercise of warrants that have 
near-term conversion potential 
(rate of return to be based on 
net income before extraordinary 
items.)
The denominator would be 
computed as follows:
Number of shares actually 
outstanding at the end of the period
+ The number of shares presumed 
to be issued upon the conversion 
of securities deemed to have 
near-term conversion potential 
which may include both 
convertible securities and 
warrants.
Financial statement users would 
be better served by the suggested 
approach because they would be 
informed of their share of the 
immediate past profits and also be 
apprised of the potential for near­
The present distinction between primary 
earnings per share and fully diluted 
earnings per share should be eliminated 
in favor of a different presentation.
term change in their share of those 
earnings. The usefulness, 
simplicity, and increased 
understandability of the 
information is consistent with the 
FASB’s current approach to clear, 
useful financial reporting. ■
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experience.a very regal
The Great American Road belongs to
BUICK
Regal. In every way
GM
© 1988 GM Corp All fights reservedbuckle upLet's get it together
In one short year, Regal has 
become one of the best­
selling Buicks on the American 
road. It is designed not just to 
look regal, it is engineered to 
be regal.
Regal features: ■ a 2.8-litre 
V-6 engine ■ 4-wheel inde­
pendent DynaRide suspension 
■ 4-wheel power disc brakes
Front-wheel drive Air con­
ditioning Automatic trans­
mission with overdrive ■ 
Reclining front seats AM-FM 
stereo with seek and scan.
See your Buick dealer to 
test drive a Regal. You'll have
What if they all ran on different fuel?
The streets of the world are filled with different types of vehicles. 
Fortunately, most of them run on gasoline.
IBM is committed to bringing the same consistency to the “fuel” that 
runs our computers. That “fuel” is, of course, software.
The framework for accomplishing this is called Systems Application 
Architecture. SAA will enable customers and software vendors to build 
consistent software applications for different types of IBM computers—from 
personal computers to mainframes. SAA will make it possible for everyone 
in an organization to access information regardless of its location.
© Copyright IBM Corporation 1989
What’s more, all software written to SAA specifications will provide 
similar screen layouts, menus and terminology. This will make it easier 
for someone trained to use one type of IBM computer to learn to use 
others. These are only some of the benefits of SAA—benefits that 
make it easier for you to “talk” to computers and for computers to “talk” 
to each other.
IBM is committed to developing state-of-the-art technology. So 
customers of all sizes can depend on us to offer more state-of-the-art 
solutions. That’s IBM technology at work.  
SWING MONEY IN 
AMERICA’S MAILROOMS.





The IMS/Hasler postage meter 
saves in lots of ways. For 
example, its Swiss-engineered, 
modular construction lets you 
add on as your needs grow. This 
eliminates costly, unnecessary 
trade-ins. And unlike the com­
petition, our low meter rental rates 
are fixed on virtually every model 
regardless of postage used.
But savings aren't all you'll get 
from us. Read what the leading 
business consumers' report, 
What to Buy for Business, said in 
rating IMS/Hasler mailing 
equipment three out of 
four "best buys'.'
"IMS/Hasler machines easily 
topped the poll in ease of use 
ana reliability..."
"Faster and sturdier than most 
machines...all the usual Hasler 
virtues of excellent design and 
build quality."
"In virtually all categories, 
IMS/Hasler came out on top..."
With our postage meters, 
scales and manifest systems 
performing this well, our growth 
in just the past seven years, 
doesn't surprise us. But it sure 
has startled our well-known 
competitor.
And the introduction of our 
new telemetering system will 
establish us as the real com­
petitor. With TMS®, a quick, 
toll-free phone call to our control 
center will conveniently reset 
your postage meter in seconds.
For information, call 1 -800- 
243-6275, or look in the Yellow 
Pages for the IMS representative 
nearest you. Under Mailing 
Machines and Equipment.
Ask about:
□ the three "best buys" 
from IMS.
□ parcel manifest systems.
□ the availability of postage 
meter resetting by phone.
IMS
INTERNATIONAL MAILING SYSTEMS, INC.
Subsidiary of Rockaway Corporation 
Listed on the New York Stock Exchange
19 Forest Parkway, Dept. BWA 
Shelton, CT 06484-0903 
(203) 926-1087
1982 1983 1984 1985 1986 1988
 
IMS/Hasler Electronic Built-in printer Economical Interfaced Telephone
introduced to postage meter for department Model 101 for parcel meter setting





Toward Sell, Sell, Sell
By Jerry G. Kreuze and Deborah D. Payne
Since the ban on advertising and solicitation by 
accountants was lifted in 1978, marketing has 
become a way of life for many accountants. In fact, 
up to 50% of the accounting firms represented at 
the June 1988 National Marketing Conference of 
the American Institute of Certified Public 
Accountants (AICPA) have marketing directors or 
coordinators. Moreover, 86% of the AICPA 
members responding to a recent Strategic 
Planning Survey felt a national advertising 
campaign by the AICPA would be an important 
member benefit.
Are these positive attitudes toward advertising 
and solicitation shared by all accountants? How do 
the majority of CPAs feel about advertising and 
solicitation in the accounting profession? This 
article presents the results of a survey designed to: 
(1) assess practitioners’ attitudes toward 
advertising and solicitation; and (2) investigate 
whether attitudes toward advertising and 
solicitation are related to a practitioner’s age, sex, 
or form of practice (national/international, 
regional, or local CPA firm).
Data Collection
A questionnaire was mailed to 425 practitioners 
randomly selected from the 1988 Membership 
Directory of the Michigan Association of Certified 
Public Accountants. (The directory contains the 
names of accountants practicing in 38 states and 4 
foreign countries.) The response rate was 36%.
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The majority of 
respondents (68%) 
believe it is proper for 
accountants to 
advertise. . .
The survey instrument included 
41 statements pertaining to 
advertising and solicitation. 
Respondents were asked to indicate 
their opinion of each statement 
using a five-point scale, ranging 
from “strongly agree” to “strongly 
disagree.” The scale also contained 
a “no opinion” response so 
respondents were not forced to 
commit themselves to an opinion 
when they had none.
Several categories of questions 
related to advertising were 
included in the questionnaire:
• attitudes toward advertising in 
general
• consumer benefits of 
advertising
• benefits of advertising to an 
accounting firm
• appropriate information for 
advertising copy
• appropriate forms of 
advertising and solicitations
Demographic questions were 
asked in order to investigate 
whether attitudes toward 
advertising and solicitation are 
associated with age, sex, or form of 
practice. A profile of the 
respondents is shown below.
Findings
The responses to each statement 
in the survey instrument were 
tabulated and then expressed as 
percentages. To determine whether 
attitudes were associated with age, 
sex, or form of practice, the .05 
level was chosen for testing for 
significant differences. In 
tabulating the results and 
computing the percentages, the 
responses “strongly agree” and 
“agree” were combined as were the 




The first eight statements
Almost 60% of the 
respondents felt that 
advertising has been 
tastefully used by the 
accounting profession
assessed the attitudes of 
practitioners toward advertising in 
general. The majority of 
respondents (68%) believed it is 
proper for accountants to advertise 
while only 22% disagreed. 
Moreover, the younger the 
respondent, the greater the belief 
that it is proper for accountants to 
advertise. The majority of 
respondents also felt that 
advertising does not lower the 
credibility of an accountant, the 
dignity of the accounting 
profession, or the quality of 
accounting services, nor does it 
lessen the ability of CPAs to remain 
independent. Again, younger 
respondents, compared to their 
older colleagues, felt that
The Respondents -----------------------------------------
Form of Practice





advertising does not lower an 
accountant’s credibility, the quality 
of accounting services, or a CPA’s 
independence. Female respondents 
believed more strongly than their 
male colleagues that advertising 
does not impair a CPA’s 
independence.
Almost 60% of the 
respondents felt that 
advertising has 
been tastefully 











However, over 70% 
believed that the advertising of 
fees lowers the public’s image of 
accountants. Finally, 78% felt that 
it is very difficult to advertise 
competence and quality of services 
in the accounting profession. These 
results suggest that practitioners 
believe advertising is proper and 
can be tastefully done, but that 
advertisements emphasizing 
competence and quality of services 
are not easily produced. This 
assessment has implications for 
both CPA firms and the 




Only 51% of the respondents felt 
that advertising is a valuable way 
to communicate to consumers. 
However, this rate was higher 
among younger accountants and 






selections of accountants 
nor lowers accounting fees 
for consumers, although
younger accountants were
more uncertain of these 
beliefs. The respondents were 
almost evenly divided on 
whether advertising makes the 
public more aware of the
qualifications of an accountant. 
Female respondents, however, felt 
more strongly that advertising can 
make the public more aware of 
these qualifications.
Benefits to an 
Accounting Firm
Respondents agreed that 
advertising has increased competition 
among accountants, attracts new 
clients, eases the entrance of new 
accounting firms into the existing 
market, and helps in personnel 
recruiting efforts. Interestingly, 
younger respondents believed more 
strongly than older respondents 
that advertising helps in personnel 
recruiting efforts. Thus, CPA firms 
may want to reconsider the benefits 
of advertising in recruiting 
personnel, especially since these 
younger respondents were recently 
recruited. Furthermore, 
female respondents felt 
more strongly that advertising 
helps in personnel recruiting 
efforts than did their male 
counterparts. This may suggest 
that advertising is especially 
effective in recruiting young, female 
accountants.
Almost 60% felt that advertising 
is not vital to the success of a CPA 
firm although female respondents 
perceived a greater need to 
advertise than did male 
respondents. And 65% of all 
respondents believed that a good 
client base can be developed 
without engaging in advertising.
Advertising does not enhance a 
firm’s competitive position, 
according to 61%, and 49% believe 
that advertising does not contribute 
substantially to the “bottom line.” 
Younger respondents, however, 
were less sure about the benefits of 
advertising in contributing to the 
“bottom line.”
The majority believed that the 
ability to promote oneself is not 
directly related to one’s ability to 
practice good accounting. Finally, 
49% felt that lawsuits directed 
against accountants have not 
increased, due to advertising 
although another 42% were 
uncertain.
Information Appropriate 
to be Contained in Ads
The majority of practitioners felt 
that appropriate information to be 
contained in ads includes: (1) 
accounting services available; (2) 
areas of specialization; (3) 
professional qualifications and 
credentials; (4) founding date of 
firm; and (5) changes in personnel, 
location, hours, etc. Younger 
respondents were more in
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. . . nearly three- 
fourths . . . felt that in- 
person solicitation is 
more effective for 
obtaining clients than 
advertising. . .
agreement that the above 
information is more appropriate 
than were older respondents. 
Nearly three-fourths of the 
respondents felt that to advertise 
fees charged for services is not 
appropriate.
Forms Advertising and 
Solicitation Should Take
Practitioners favored social and 
internal communication over mass 
media advertising. The social and 
internal communication tools listed 
were client-public seminars, 
executive speeches, employee 
participation in community events, 
and client newsletters. All these 
forms of advertising and 
solicitation were considered 
appropriate by over 90% of the 
respondents.
Of the mass media tools, only 
newspapers, magazines, and 
telephone yellow pages were 
considered appropriate by the 
majority of respondents. Younger 
respondents believed more strongly 
than other respondents that 
newspapers and magazines are 
appropriate. Moreover, respondents 
from local CPA firms believed 
magazines to be less appropriate 
than respondents from 
national/international or regional 
CPA firms. Interestingly, the 
respondents were quite evenly split 
on the appropriateness of direct 
mail advertising.
Respondents from 
national/international CPA firms 
viewed in-person solicitation as 
more favorable than did those 
respondents from regional and 
local CPA firms. Nevertheless, 
nearly three-fourths of all 
responding practitioners felt that 
in-person solicitation is more 
effective for obtaining clients than 
advertising, and 64% believed that 
in-person solicitation is not more 
deceptive to consumers than most 
other forms of advertising.
Summary
The survey results indicate that 
many practitioners believe 
advertising is proper and can be
Jerry G. Kreuze, Ph.D., CPA, is an 
associate professor of accounting at 
Western Michigan University. He is a 
member of the A1CPA, AAA, and the 
Michigan Society of CPAs. His 
published articles have appeared in 
numerous professional journals.
Deborah D. Payne, Ph.D., CPA, is an 
assistant professor of accounting at the 
University of Texas at El Paso. She is a 
member of the AICPA, AAA, and 
Decision Sciences Institute. She has 
written articles for professional 
journals, and has made numerous 
professional presentations.
. . . advertisements 
emphasizing 
competence and 
quality of services are 
not easily produced.
tastefully done. The perceived 
benefits of advertising, however, 
are not clear. That is, the majority 
of respondents do not believe that 
advertising benefits consumers 
through lower fees, better 
knowledge, improved 
communication, or more intelligent 
choices between accountants. 
Respondents did agree, however, 
that advertising has increased 
competition among accountants, 
attracts new clients, eases the 
entrance of new accounting firms 
into the existing market, and helps 
in personnel recruiting efforts. 
Although respondents perceive 
advertising as being useful, they do 
not believe it substantially 
enhances the firm’s success, 
profitability, or competitive 
position.
Younger, female respondents had 
more favorable attitudes toward 
certain aspect of advertising than 
did their older, male counterparts. 
As these younger CPAs move into 
higher level management positions 
within firms, there may be a 
greater evidence of advertising 
within the profession. Finally, 
respondents from national/ 
international CPA firms believe in- 
person solicitation to be more 
effective and acceptable than 
respondents from regional and 
local CPA firms. ■
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One-write eliminates mistake-prone 
repetitive steps in your client’s bookkeeping 
easing your concern about the accuracy 
of the information you’re given to work with.
So for a set of books that gives answers instead 
of raising questions, put a McBee Folding Bookkeeper in 
your client’s hands. It’s the finest one-write system money can buy 
And the wisest purchase any small client could make.
For your clients:
• A system for every small client need.
• Personally installed to assure maximum 
product benefits.
• Starter Kits — for an easy transition.
• Competitive prices. Competitive trade-in 
policy.
• Check lots as small as 300.
• Duplicate check availability.
For your practice:
• Provides entries with assurance the 
subsidiary books are in balance.
• Start posting without having to backtrack 
to uncover errors.
• OCI plans for practices that are 
computerized.
• Instead of “shoe-box” accounting — clean, 
accurate journals.
□ Have my local McBee Representative contact me.
□ Let me have a copy of your new 78-page 
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By Gary B. Frank and Steven A. Fisher
ou probably do not read 
the “help wanted” 
section of the classified 
ads. Even so, there are 
opportunities for part-time 
teaching of accounting. Since 
your firm continually needs to 
familiarize its professional staff 
with new material, the 
possibility exists to serve as an 
in-house instructor in areas 
where you have specific 
expertise. Also, proprietary or 
university-sponsored 
community and technical 
education programs offer 
teaching opportunities. Finally, 
colleges and universities often 
rely on practitioners to staff a 
portion of their undergraduate 
accounting courses.
Although the rewards of these 
instructional opportunities vary, 
any one of them can help you to 
grow as an accounting 
professional. Training and 
development programs within 
your firm can allow you to 
demonstrate your abilities 
within your organization. 
Community and professional 
education courses provide 
opportunities for public service 
and can generate good public 
relations for your firm.
However, your broadest impact 
and potentially your greatest 
rewards may be found in 





degree programs are the port of 
entry into the accounting 
profession. Your actions as a 
college instructor are 
historically significant for the 
individuals you teach. Part-time 
instructors are most likely to 
teach the beginning sequence of 
accounting courses that are 
required for all business majors.
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Consequently, you can be a 
major influence on your 
students’ decision to continue in 
accounting and their degree of 
preparedness for advanced 
study. Academic studies show 
that student response to an 
introductory accounting course 
is a major factor in choosing 
accounting as a career. The 
impression you make as a 
college instructor contributes to 
the growth of the accounting 
profession.
Colleges want part-time 
instructors who have a Master’s 
degree and certification or 
extensive, relevant, practical 
experience. Assuming you can 
meet these criteria, the 
practical experience you bring 
to the classroom can 
substantially enrich the 
education of accounting 
students. Many students 
enrolled in these courses are 
considering accounting as a 
career. To match this career 
orientation, a strong accounting 
program covers technical issues 
and also provides an 
understanding of the workings 
of the profession. Inherently, 
practicing accountants have 
strength in both of these areas, 
but they also must be able to 
relate to students to be effective 
teachers.
You may be motivated to 
teach, and confident of your 
ability to contribute to 
accounting education, but 
eagerness and technical 
expertise will carry you only so 
far. An additional precondition 
for success in the classroom is 
adaptability to the academic 
environment. This environment 
is substantially different from 
corporate life and requires the 
practitioner to adjust both style 
and delivery.
Pitfalls to Avoid
As a practicing accountant, 
you know the rules of the game 
played in industry. You 
recognize that you have to 
adhere to certain norms, and 
you expect others to follow the 
same rules. Academia may 
follow a different set of rules 
than those to which you are 
accustomed. You need an 
introduction to these rules prior 
to joining the team. As you gain 
experience, you will learn the 
intricacies of the game and 
become a master player. 
Initially though, you should 
know how to avoid the penalties. 
The following perils are 
identified to keep you from 
making too many mistakes.
Student Motivation — You 
cannot assume that all students 
are highly motivated. For 
instance, student interest in a 
beginning accounting course 
differs between accounting and 
non-accounting majors. As a 
part-time instructor teaching 
the required introductory 
courses, you must make these 
courses meaningful for both 
groups. Your approach must 
maintain a high level of student 
interest while concurrently 
communicating the 
fundamentals of accounting for 
advanced study.
“War Stories” — A good war 
story maintains student interest 
and enhances motivation while, 
at the same time, conveying 
knowledge. As an example, 
depreciation can be a dry and 
mundane topic, but you can 
excite students by relating the 
topic to an operating business. 
Students love “war stories,” and 
practitioners have many to 
relate. Your problem will be to 
maintain a balance between 
accounting theory and practice. 
It is a fatal flaw to spend 
excessive time on anecdotes if 
they lead to insufficient 
coverage of necessary course 
material.
Standardization — The basic 
content of each course is 
prescribed. Students must be
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exposed to this required material to 
be prepared for subsequent 
courses. Certainly, academic 
freedom allows you to focus on the 
issues of most interest to you, but 
you must recognize that you do not 
have complete latitude. The time 
spent on any subject will be 
constrained by the departmental 
syllabus.
Time Management —Planning 
is necessary for successful time 
management. Your course must be 
prepared prior to entering the 
classroom. You do not want to 
“shoot from the hip” because this 
leads to a disorganized presentation 
and poor coverage of required 
material. The necessary planning 
involves significant amounts of 
time; the rule-of-thumb followed by 
academics is two hours of 
preparation for each class 
hour. You may achieve some 
time economies because of 
practical experience, but 




is the essence of teaching. 
Communication is a 
two-way exchange 
of ideas, knowledge, 
and insights. This 
interaction between 
student and instructor 
is one of the most exciting 
aspects of teaching, but it is 
fragile and difficult to maintain. 
As a specific example, accounting 
“jargon” should only be used after 
it has been clearly defined. While 
complex accounting terminology 
contributes to understanding when 
used in a professional context, the 
same vocabulary may intimidate 
students if they have not mastered 
it. Careful introduction of 
accounting terminology is 
necessary to build a common basis 
upon which you and the class can 
relate.
Expectations — Standards need 
to relate reasonably to student 
abilities. You work with 
experienced individuals and expect 
a certain level of performance, but 
you cannot have equal expectations 
of students. Your expectations 
should be high, yet attainable by 
students. Unattainable standards 
demoralize students and have an 
adverse effect on learning; students 
simply withdraw effort. Yet low 
standards do not provide sufficient 
motivation for learning to occur. 
Full-time teachers can aid you in 
setting initial standards, which you 
may modify once you gain 
experience.
Evaluation —
Making sure that 
students know 
what you expect 
is a necessary precondition for 
evaluating students’ performance. 
Assigning grades can be the most 
frustrating part of teaching for 
both student and instructor. If 
expectations are clear and are 
based upon objective criteria, 
evaluation is easier for you and is 
better accepted by students. As a 
specific illustration, students in 
introductory courses usually have 
problems with identifying the most 
important material and the level of 
mastery they must achieve. 
Consequently, you should provide 
guidance by specifying what is 
most significant; even so, you must 
avoid “teaching to the test.”
Student Relations — Students 
resent favoritism. One of the 
greatest rewards you give a student 
is your attention. You may be 
tempted to direct questions to 
students who seem most open and 
responsive, but this may polarize 
the class and inhibit the learning 
process as other students are 
deprived of the benefits of 
interaction. You have to encourage 
all students to equally participate 
in class discussions.
Coping with Independence — 
As a part-time instructor, you work 
in a largely non-supervised 
environment, and while this 
freedom may be appealing, it 
requires self-discipline. You will 
have less guidance and support 
than full-time instructors since 
your time commitment at 
the institution is limited.
Certainly, the college has 
a vested interest that 
you succeed as a 
teacher. However, 
much of the burden 
will be placed on you 
to be introspective, to 
identify those areas in 
which you need assistance, 
and to seek out support and 
encouragement from your teaching 
colleagues.
Conflicting Commitments —As 
a practicing accountant, you 
understand the value of proper 
budgeting of time. To succeed as a 
part-time instructor, you must 
strike a balance between the time 
you give your employer, your 
family, and your teaching 
assignment. Primary employers 
are supportive of staff who engage 
in community activities that reflect 
well on the firm. Teaching is 
generally not viewed by employers 
as “moonlighting” but rather as a 
public service. Success also 
depends upon your family’s 
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recognizing that your teaching 
activities are a service to society 
and to the profession.
Rewards from Teaching
Once you know the rules of the 
teaching game and are able to 
avoid the pitfalls, you can score a 
number of points. Some points are 
monetary, but financial gain should 
be a secondary consideration for 
most part-time instructors. 
Typically, universities do not 
compensate part-time instructors 
proportionately to full-time faculty, 
nor do they provide significant 
fringe benefits. Consequently, part- 
time teaching probably cannot be 
justified on an economic basis.
The non-monetary rewards 
provide the greatest enrichment 
since they contribute to your 
development as a professional and 
as an individual. Teaching provides 
broad opportunities for you to win 
rewards, but the way you tally the 
points will be influenced by your 
personal values.
Maintaining Professional Skills 
—- To be an effective teacher, you 
have to keep abreast of current 
developments in accounting. 
Similarly, your practice requires 
continual education to understand 
the rapidly changing environment 
and technologies of accounting. 
Therefore, teaching provides the 
opportunity and the means for 
directed education that carries over 
to your practice.
Presence and Self-Confidence 
— Teaching helps you develop a 
forceful and clear presentation 
style. It requires you to continually 
introduce new and complex ideas in 
a manner that is understandable to 
neophytes in the accounting field. 
Any improved confidence and 
“command presence” acquired in 
the classroom will carry over to and 
be reflected in your job 
performance.
Building a Network —Teaching
helps you develop 
a broad range of 
contacts. Your 
students are potential 
recruits for your primary 
employer. You also will 
make additional contacts with   
professionals from other firms   
and with possible clients. And 
your involvement with academics 
may generate opportunities to teach 
on a full-time basis.
Opens Career Opportunities — 
Practitioners often “test the 
waters” for a career change by 
teaching part time. Such career 
transitions are facilitated by a 
rational weighing of the pros and 
cons of the job. Part-time teaching 
provides a low-risk opportunity for 
assessing the attractiveness of 
teaching as a second career.
Renewing Your Batteries — 
Teaching can be exciting and lead 
to a natural high when you see a 
student “light up” with the 
understanding of a complex issue. 
It is exhilarating to expose students 
to knowledge that is new to them. 
You again experience the 
excitement you originally felt when 
you chose accounting as a career.
Contributing to Society — As a 
teacher, you have the satisfaction of 
knowing that you have made a 
contribution to the growth and 
development of others. Teaching is 
an extended form of mentoring. By 
sharing knowledge, you help 
students advance professionally, 
socially, and economically.
Contributing to the Profession 
— Initial impressions are truly 
lasting. Whether students choose to 
become accountants is strongly 
influenced by their first exposure 
to the field. Your classroom 
performance has a major effect on 
whether students perceive 
accounting to be a desirable career. 
As a positive role model, you may 
attract high-quality students to the 
profession.
Self-Actualization —
Teaching provides a means for 
achieving more of your potential. 
You reach the highest levels of 
fulfillment when you master new 
challenges and have a personal 
impact on outcomes. Teaching 
requires that you give of yourself 
and direct the career development 
of aspiring accountants. By 
furthering this development in 
others, you reach your fullest 
potential.
Assessment
Practicing accountants have 
ample opportunities to teach if they 
so desire. Teaching is challenging 
and rewarding and can be an 
avenue for self-expression. 
However, you must recognize that 
the rules of teaching substantially 
differ from those of other games. 
Your professional skills provide the 
necessary foundation for you to be a 
member of the team and to make a 
valuable contribution to education. 
However, prior consideration of 
both the pitfalls and the rewards of 
teaching is necessary for you to be a 
star. ■
Gary B. Frank, Ph.D., CPA, CMA, is 
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Steven A. Fisher, Ph.D., is an 
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“ON THE WINNING
Positioning Yourself
How to be in the Right Place 
at the Right Time
Remarks of the 1988 JAM Keynote Speaker, Marilyn Moats Kennedy
There are only three issues to getting yourself 
positioned where you want to be. These are the 
three issues: strategies, what is it you want to do, 
and what are your targets.
If you are going to get on the fast track and 
figure out what you want to do and how to position 
yourself, you are going to have to decide, and 
reaffirm almost on a daily basis, that you are using 
the skills you want; that you are where, in the 
terms of values, you want to be; and if you’re not, 
how you are going to go about finding the right 
place and getting hired there.
The first thing you need to do is to sit down with 
yourself and ask, “What are my long-term goals?” 
That is, “Where do I want to be in five years?” 
“Where do I want to be in three years?” “Where do 
I want to be in one year?” and “What do I do 
today?” Whatever goals you set, they will be 
impacted more by the growth rate of the 
organization you choose to work with than by 
anything you personally do.
Where’s the fast track? The fast track has four 
dimensions. Number one, and most important, the 
organization is growing at least 20 percent a year. 
Let me explain why that creates the fast track by 
itself. Given an ordinary turnover of about 18 to 20 
percent a year, plus a growth rate of 20 percent, 
the least able employee in that organization will 
have a chance for a better job within 18 to 24 
months. The most able will be moving more 
quickly. That is why it is impossible to have a fast 
track in an organization with a 4% growth rate.
Second, the organization has been public for 
about 10 years or stabilized private; three, fewer 
than 2,500 employees; and four, under 50 million 
in sales. Now that’s a company. (In a service 
organization, I would say fewer than a hundred 
employees and under about 15 million in sales.)
That is the fast track.
When someone says, “But I’m the best and the 
brightest. Why should I pick an organization like 
that? Why don’t I go to [a Fortune 500]?” You don’t 
go because they are loaded with people they have 
in cold storage. They’re warehousing people that 
they are going to recycle if things ever turn up for 
them. How long can you wait?
The fast track organizations are also the least 
sensitive on age issues for a lot of reasons. Most of 
them are fairly young. The younger the 
organization, the more likely they are to take 
people over 40. So when you talk about positioning 
yourself, and you are 52 years old, and you want to 
make a career change, and you want to be on the 
fast track, you don’t look to the Fortune 500 to do it 
because they have grown all those people through 
the tracks. You look to the hot ones in the 
marketplace, the young ones who want to buy 
experience.
Companies buy one of two things. They buy 
potential or they buy experience. The Big 8 has 
traditionally bought potential, sorted through it, 
seen what was there, culled out the ones they 
wanted, and trashed the rest. Okay. The trashed 
ones all went off and did fine somewhere else, or 
they didn’t do fine, but it wasn’t the Big 8’s fault. 
If you were, however, not willing to spend that 
time to go through some of the other things one has 
to do to become a partner at one of those firms, 
you’d look through an organization like that. What 
you’d have in the end would be more money 
because, inevitably, other firms like this have less 
overhead, less need to impress. They’re more go- 
go. You would have more cash, but you would have 
less prestige, and that, when you’re talking about a 
career path, becomes a very major obstacle for 
many people.
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When you tell me that it 
matters to you what other 
people think, then what you are 
telling me is that on a 
continuum the cost for you is too 
high between no prestige and 
prestige. You care more about 
prestige and you are inevitably 
willing, or at least one must 
assume you’re willing, to pay 
money for the decision to have 
prestige.
But if you were going to 
position yourself to be desirable 
to these people because what 
you really wanted to do was to 
max out the last dollar you 
could earn, or you wanted more 
responsibility, or you didn’t 
want to play as many games, or 
you were looking to maximize 
fun, then one of the things you 
would do is to put this in your 
plan and you would not say 
“what do I have to sell?” but 
“what do those people want to 
buy?” What we’re talking about 
is putting yourself in a position 
so the other people can see who 
you are, and what you bring to 
the party.
The key to any sort of serious 
career planning is the issue of 
match. Is there a match? If you 
instinctively do not like them 
and if you don’t admire the 
values of top management, the 
mere thought of wanting to be 
top management is too stupid 
to deal with.
What we’re looking for in any 
situation ultimately is two 
things. We’re looking for 
growth because that’s what’s 
going to move you ahead, 
despite the fact that they don’t 
want women, or they do want 
women, or whatever their 
attitudes are. And the second 
thing is the match, or what I 
call chemistry. Strategies are 
making the essential decisions. 
What’s my unique selling 
proposition? What do I want to 
do? How much am I willing to 
pay to do that? We’re talking 
about targets because, see, that 
addresses the issue of is there a 
match. You are not selling 
yourself. What you are selling is 
your services. What you are 
selling these people is a match. 
You’re exposing them and 
giving them the opportunity to 
recognize the match.
When you think this way, 
different things happen in your 
life. You begin to look at the 
world differently. You begin not 
to be the victim and say, “How 
do I get a job?” but “Which of 
these organizations would be 
able to recognize without a 
resume that I could make a 
contribution — that we have our 
values matched?”
If you can answer the
Patricia Morgan, ASWA president, 
welcomes members and guests.
Diana Scott, AWSCPA president, 
presides at opening session.
question, “What do I do so well 
and enjoy doing so much that I 
would do it for free?” then 
you’re on the way. It becomes a 
values issue at that point.
Most people are not doing 
what they love. Too many people 
are saying, “Look at me.” (This 
is a cafeteria-style person.) 
“Pick out the things you want 
me to do and I’ll do them.” You 
are never going to find the fast 
track until you can look 
somebody else in the eye and 
say, “I know that sounds like a 
good job, but that’s not it for me. 
I’m only interested in flat-out 
doing this one thing, and if you 
don’t have that to be done,we 
don’t have a match.” That will 
overcome sex discrimination, 
age discrimination.
The track, if there is a fast 
track, is generally moving 
around, not moving up. There 
are two things that are going to 
be necessary if you are going to 
have a career path that works
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The Educational Foundation 
sponsors a seminar.
the way you want it to do. One 
is: money is not a matter of 
greed; money is a positioning 
issue. And we need to think 
about that very, very carefully. 
Most people will say, “Well, they 
made me a really good offer and 
I was so grateful, I took money.” 
Well, you just trashed yourself 
because 80% of the people who 
turn down the first offer get a 
second offer. Arm-wrestling 
these people for the absolute last 
dime does something that is 
terribly important once you get 
in there and that is to position 
you as someone to be reckoned 
with. And the people who take 
the first offer cause the people 
on the other side of the table to 
say, “Do you really think that 
she’s as good as we thought?”
Money is a positioning issue.
At gut-level, most people believe 
you are worth what you earn. If 
you are not willing to fight for 
the last dollar because you don’t 
want to position yourself as 
greedy, then you don’t 
understand the game at all. 
Once you’re in there, if they had 
to give the earth to get you, 
they’re going to treat you 
differently.
To many of us, our positioning 
The track, if there is a fast track, is 
generally moving around, not moving up.
ourselves is distressed goods. “I 
want to work for them so much, 
I’m willing to take less than 
market.” That is a mistake. It is 
your responsibility to price 
yourself at least at market and 
preferably 10% above. When 
they say to you, “What salary do 
you have in mind?” the answer 
is not, “I want,” “I think I 
deserve,” “I’ve earned,” but 
“Market for this job is X to Y.” 
When they say, “You insect! 
What makes you think you’re 
worth that kind of money?” your 
response is, “It has nothing to do 
with worth. That’s the going 
rate in this area, and I expect to 
be paid at least the going rate 
for my services, possibly more.”
Underpricing yourself, 
whether you are self-employed 
or working for someone else, is a 
fatal strategy. The cheapest 
bidder does not always get the 
bid and then only with 
organizations that are going to 
extract a pound of flesh or more 
from you anyway.
When you’re positioning 
yourself in a marketplace, 
you’ve got a variety of 
strategies, but no one of them is 
consistent. That is, you can’t 
start at an entry level job and 
expect with any certainty that 
you are going to go straight up 
to partner, CEO, whatever, 
despite your educational 
background or any of those 
things. You’ve got to be 
thinking all the time, “What are 
the obstacles and how do I move 
around them?” That becomes a 
very important issue. Too many 
people are saying that I’ve done 
everything right. Wrong! . . . 
the more age conscious you are, 
the more you have to take these 
kinds of actions. You’ll get to
Gerald Swick, 1988-89 president of 
the Educational Foundation of 
AWSCPA-ASWA.
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Janet Gumm, coordinator of chapter 
displays for ASWA 50th 
anniversary celebration.
the same place. Of course, 
companies take people in mid­
career but the only reason they 
do it is because you bring them 
a skill. You bring them a   
package that they have not been 
able to homegrow. If you want 
to go to a big company, you 
don’t have to start at a big 
company but what you have to 
do is to become what we call a 
“super-doer.” They do not hire 
managers into big companies at 
mid-career. They hire 
specialists and that’s where 
people get confused. When you 
come in as a “super-doer,” then 
you don’t harm the culture and 
we have a chance to work on 
you, to make you indigenous, 
and to keep you from afflicting 
the culture. See, we brought you 
in to afflict the culture, but now 
we’re going to reculture, 
reacclimatize you. It doesn’t 
make sense but it’s real life.
So, you have two choices. You 
can work as a manager and 
position yourself that way, or 
you can become a super-doer. A 
super-doer is the vertical niche. 
It doesn’t mean you can’t 
manage, but it means that what 
you’re selling until you get 
where you want to be is yourself 
as a super-doer. A super-doer 
does not say, “I do it better than 
anyone else.” A super-doer says,
Mary Scout, recipient of the 1987 
AWSCPA Public Service Award.
“This is the only thing I do.” 
That’s the distinction. It is 
unproveable to say, “I’ve done it 
better”; it is easily demonstrable 
to say, “I do only one thing.”
Let’s talk about teambuilders. 
What is it that you are supposed 
to be doing to build the team
Editors o/The Woman CPA from left to right are the immediate past editor Glenda E. Ried (1983-86), 
Corinne Childs Dennis (1963-65), Mary F. Hall (1968-69), Phyllis E. Peters (1970-72) and Lillian Cundiff 
Parrish (1987-89).
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Linda Wilson, chairman of the 48th 
Joint Annual Meeting.
even at some unpleasantness 
and they are going to do it too. 
And what do you do for them 
that makes them want to do it 
your way? Well, you negotiate.
The greatest skill that you can 
develop now is negotiation. The 
way you think is going to 
condition what you say. I always 
start out by saying, “What is it I 
want?” I think, “How can I 
make the other person want to 
do it my way?” Then I talk in 
terms of the effect or the result.
Learn to think at every single 
transaction what is in it for the 
other person and what can I put 
there if nothing is there to make 
them want to do it my way.
You will never be what you 
could be and you will never be 
positioned the way you need to 
be until you look around at the 
people you are working with 
and say, “This is it. Wherever 
the wonderful people are, 
they’re not going to come to 
work here and they’re not going 
to come to work for me. I’m 
going to make these people 
more effective regardless of the 
fact that there are undoubtably 
better people out there.”
What I’ve been trying to do is 
to talk in terms of the attitudes, 
the mind-sets, of the people who 
really are on the fast track. 
Their mind-sets are very 
different. They are not detail- 
oriented in the same way that 
they are results oriented. They 
also understand that perfecting 
work for its own sake is not 
goal-oriented behavior. ■
that will advance your career 
and position you as a team 
player? The first thing that you 
are supposed to do is that 
everything you do is supposed to 
be goal oriented. Now, here’s 
my point to you. People will say, 
“I should be really good with 
people because I really love 
people.” My response to that is, 
“You obviously do not know the 
right ones.” People who make 
that statement are people for 
whom the act of loving people 
in the abstract feels good. It has 
a zero net effect on the folks. The 
issue in team building is only 
one thing: is it goal-oriented 
behavior and can you provide 
the leadership to get the buy-in.
What is it that you get when 
you get the buy-in? It means 
that they’ve watched you put the 
organization’s interests first Members look at scrapbook at ASWA 50th anniversary celebration.
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International 
Accounting Topics
By Dahli Gray, Paul V. Konka, and Paul PS. Shen
Editor: Dahli Gray
The American University, Washington, D. C.
Are you tired of FASB, GAAP, SEC, GASB, and other 
accounting acronyms? Are you looking to broaden your 
horizons? If so, then international accounting may be the 
field for you. Oh sure, it has acronyms too, but at least 
they’re different ones!
This article provides an overview of international 
accounting topics that need to be addressed. Your 
analysis and insights on any of the following topics or 
other related ones may be appropriate for publication in 
this section of The Woman CPA journal. If you have 
written or would like to write an article on an 
international accounting topic, contact Dr. Dahli Gray at 
The American University. She can assist you with your 
article and/or help find someone to collaborate with you 
on your article. Any international accounting topic will 
be considered, including the following:
1. Education. Most of us practicing or teaching 
accounting in the United States have a bachelor’s or a 
graduate degree in business, usually with a major in 
accounting. How do educational requirements for 
professional accountants in the United States compare or 
contrast with other countries? How do accountants 
prepare for their profession in other countries? (For 
example, in England the option of majoring in 
accounting is limited.) What lessons can be learned by 
the differing educational backgrounds of accountants 
worldwide?
(continued)
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2. Career paths/ 
Organizational structure. 
Whether one works for a small or 
large firm, usually a standard 
career progression exists — junior 
accountant, senior accountant, 
manager, and partner — with an 
organizational structure to 
accommodate the various levels. 
Given the merger of national firms 
into international firms, what is the 
impact of these mergers on career 
opportunities? With a different 
structure and hierarchy like that of 
other countries, can a firm be 
operated more effectively and 
efficiently?
3. Inflation. President Nixon 
imposed wage and price controls in 
the early 1970s when he viewed an 
inflation rate of about 4% as 
intolerable. FASB instituted SFAS 
No. 33 in 1979 on a trial basis to 
determine if financial reports 
would be more useful by measuring 
and reporting the impact of 
inflation. What kinds of financial 
reports are meaningful when 
annual inflation rates of many 
countries are 100%, 200%, or 
greater? Concerning financial data, 
what are the appropriate roles of 
price-level accounting and 
replacement-level accounting, the 
appropriate procedures in foreign 
currency translation, and the 
appropriate treatment of gains and 
losses of foreign exchange 
fluctuations?
4. Globalization/Harmoniza- 
tion. The CEO of a large financial 
institution views the gobalization of 
capital as one of the seminal trends 
of this century.  This process not 
only affects the large national and 
multinational firms but also the so- 
called middle market companies 
that employ about one-half of the 
private work force. Even small 
companies and sole proprietorships 
may be affected by the 
internationalization of business.
1
1 Donald B. Marron, chairman and 
CEO of PaineWebber Group, Inc., 
quoted in World, July-Sept. 1987, 
p. 8, Peat Marwick Main & Co.
How will the lowering of trade 
barriers within the European 
Economic Community (the 
Common Market) by 1992 affect 
the globalizaton process? Will the 
harmonization process in the EEC 
be a model for the 
internationalization of accounting 
practices the world over? What are 
the accounting practices and 
problems in the developing 
countries? Will these countries of 
necessity follow the U.S./European 
models or will new methods be 
created?
5. Managerial accounting. The 
decentralization of multinational 
corporations requires a 
fundamental modification of 
management information systems. 
Should there be two such systems 
— one for domestic operations and 
one for international purposes? 
Additional research problems 
involve the issues of planning, 
costing, control, and evaluation. 
Specific problem areas may be 
foreign investment analysis and 
transfer pricing, foreign exchange 
risk management, internal 
auditing, or mangerial accounting 
in socialist and communist 
countries.
6. Tax. The “read my lips” no- 
new-tax pledge of President Bush 
is widely acknowledged as a 
delaying action for the inevitable 
additional taxes. While most of the 
tax discussion in the last few years 
in the United States has centered 
on the appropriate income tax 
rates, perhaps additional attention 
should be given to the experiences 
of the many countries that use 
other tax methods, such as the 
value-added tax. How many 
different tax systems are there 
worldwide? Is there any connection 
between economic growth or 
stability of a country’s currency 
and the tax system used? Is there 
an ideal tax system in the 
international community?
There seem to be so many issues 
in the field of international 
accounting that need to be 
addressed. As our world gets 
increasingly smaller, we will 
certainly be required to find the 
answers to many of the questions 
that have been raised here. Finding 
the right answers, however, is often 
a long process. We hope this 
international accounting section of 
our journal will be a part of that 
process, and we invite you to send 
manuscripts for possible 
publication in this section of The 
Woman CPA journal. ■
Dahli Gray, DBA, CPA, CMA, is an 
associate professor in the Kogod College 
of Business Administration at The 
American University, Washington, D.C.
Paul V. Konka, JD, MBA, is a 
financial consultant in Rockville, 
Maryland.
Paul P.S. Shen, Ph.D., CPA, CMA, is 
an associate professor in the Kogod 
College of Business Administration, The 
American University, Washington, D.C.
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WhyTheWorldslbughest Hotel 
Critics give Ramada a AAA Rating.
The American 
Automobile Associa­
tion's annual inspection 
is, without a doubt, the 
most meticulously 
thorough examination 
a hotel will ever undergo.
Every year, more than 25,000 hotels are 
scrutinized, analyzed, and criticized on the basis 
of 222 incredibly precise criteria.
This inspection is so rigorous, barely 20% 
of all the hotels in America qualify for AAA's 
recommendation each year.
Which is why we're proud to say that this 
difference AAA has noticed — and so will you.
You'll feel it in our rooms.
You'll taste it in 
our restaurants.
And you'll see it 
in the face of every 
one of our people.
Let us prove it to 
you. For reservations 
at any of the more 
than 600 Ramada 
Inns, Hotels, and 
Renaissance Hotels 
worldwide, contact
year, over 94% of all the Ramadas in North
America earned their approval.
There's a reason for 
this remarkable 
consistency. It's 




selves to the ideal that 
every guest is some­
one very special.
It's a
You're Somebody Special At
INNS. HOTELS. AND RENAISSANCE HOTELS WORLDWIDE
1-800-228-2828
your travel agent or call us direct at 1-800-228-2828.
©RAMADA, INC. 1988
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ing of Australia.
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facts about the 
origins of such 
things as Velcro. 
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QPB: $8.95
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write, how to write 





Big savings: QPB books are 
softcover books in hardcover 
sizes, durably bound and printed 
on fine paper. But they are priced 
up to 60% less than their hard­
cover counterparts.
QPB Review: You’ll receive the 
QPB Review 15 times a year 
(about every 3½ weeks). Each 
issue reviews a new Selection, 
plus scores of other books. If you 
want the Selection do nothing. 
It will be shipped to you auto­
matically. If you want one or 
more of the other books—or no 
book at all—indicate your deci­
sion on the Reply Form always 
enclosed and return it by the 
date specified. A shipping and
handling charge is added to 
each shipment.
Return privilege: If the QPB 
Review is delayed and you receive 
the Selection without having had 
10 days to notify us, you may 
return it for credit.
Bonus books for Bonus 
Points: For each softcover book 
or set you take (except for the 
books in this offer), you earn 
Bonus Points which entitle you 
to choose any of our softcover 
books. You pay only shipping 
and handling charges.
Cancellations: You may cancel 
membership at any time by noti­
fying QPB. We may cancel your 
membership if you elect not to 
buy at least one book in any 
six-month period.
Let’s try each other for 6 months.
Quality Paperback Book Club® P.O. Box 8804, Camp Hill, PA 17011-8804.
Please enroll me in QPB and send the 3 choices I’ve listed below, billing me only 
$1 each, plus shipping and handling charges. I understand that I am not required 
to buy another book. You will send me the QPB Review (if my account is in good 
standing) for at least six months. If I have not bought at least one book in any six­
month period, you may cancel my membership.














Get These Four Taped Summaries FREE!
In Search of Excellence, The Effective Executive, The Leadership Challenge, 
From Losers to Winners. Master each one of these leading business 
books in only 45 minutes ...without reading a single page! And 
they’re yours FREE as your no-obligation introduction to The Fast 
Track.
What is The Fast Track?
Each month our editors select two books from the hundreds 
of business books and manuscripts they evaluate. Leading busi­
ness writers painstakingly summarize the material and clearly share 
with you all the key ideas, facts, and conclusions. Professional 
narrators transform it onto a 45-minute tape.
The bottom line is you can master a 300 page business book 
while you drive to work, while you sit on a plane or a train, or your 
office or study, walking, running, or cycling.
How to Get Your Free Tapes
Try The Fast Track without risk simply by sending for your four 
taped summaries absolutely free. Just complete and return the cou­
pon, and we'll rush you your four free taped summaries and a 
custom cassette storage case.
Listen to the tapes before you decide whether to subscribe. If 
you do, you’ll receive two new taped summaries each month for a 
fraction of what you would pay for the books.
Otherwise, simply write "cancel" on your invoice, and you owe 
nothing. Either way, keep the introductory tapes.
So send for your no-risk introductory tapes today. Just com­
plete and return the coupon.
Fast Track
PO. Box 53162, Boulder, CO 80322-3162
YES, please send me my first four business book summaries on tape, and enter 
my subscription to The Fast Track. If I am not completely satisfied with the first 
four summaries, I'll write "cancel" on the invoice and return it. I will owe nothing 
and be under no further obligation. The tapes are mine to keep.
If I decide to continue with the program, I will pay your invoice for a full year's 
subscription at only $124.95. I will receive two summaries (one tape) per month, 
for a total of 26 business book summaries in all, plus a free cassette storage 
case as an extra benefit.
Please print or type:
Name-----------------------------------------------------------------—-----------------------
Firm---------------------------------------------------------------------------------------------




SEND NO MONEY NOW NO RISK OR OBLIGATION. MAIL THIS COUPON 
TODAY.
If your company is not reimbursing you for the cost, the program may be a 
tax-deductible expense if used for professional purposes.
(All orders subject to credit acceptance. Offer good in U.S. and Canada only. 
Prices higher in Canada.)
3D322 Business Woman Leadership Media 1-2/89
“Who says you can’t live on love?”
Go ahead, fall frivolously in love with Weight Watchers. Nobody else 
offers as many as 34 deliciously indulgent entrees to choose from.
Like tender turkey breast filled with savory stuffing in a rich gravy. 
Italian Cheese Lasagna with creamy ricotta, mozzarella and Romano 
cheeses. And Imperial Chicken with tender pieces of chicken, broccoli 
and mushrooms in a tasty sauce on a bed of white and wild rice.
Which means now you can actually enjoy a different Weight Watchers 
entree every day of the month.
Now that’s living! Microwaveable
WEIGHT WATCHERS is the registered trademark of Weight Watchers International, Inc. © Weight Watchers International, Inc. 1987.
The Kiddie Tax
Minimizing
By Radie Bunn and 
Craig Langstraat
Editor: Cherie J. O’Neil, 
Virginia Polytechnic Institute, 
Blacksburg, VA
Reform Act of 
1986 (TRA ’86) 
restricts the tax 
advantages of transfers 
of income-producing 
property from parents to 
children.1 Under pre-1987 law, income-producing 
property owned by parents could be given to a child 
(or a trust for the benefit of a child) with the investment 
income from the property taxed at the child’s lower tax 
rate. The TRA ’86 altered this provision by requiring a
child under age 14 with a living 
parent and unearned income over 
$1,000 to be taxed at the parent’s top 
marginal rate.2 The “kiddie tax” 
temporary regulations were issued to 
clarify the application of these new 
rules.3 This article analyzes these new 
temporary regulations and discusses a 
shift of emphasis from income to estate 
planning as a strategy for providing the
best opportunity to minimize the “kiddie tax.”
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5% Surtax Applied to Parent’s 
Taxable Income Is Effected
The temporary regulations 
specify that the child’s net 
unearned income is to be added to 
the parent’s income to determine if 
the parent is subject to the phase­
out of personal exemptions and the 
15 percent rate bracket.4
Assume that in 1988 a married 
couple with one minor child has 
taxable income of $71,900.
Their 12-year-old child has net 
unearned income of $3,000. The 
tax at the parent’s 33 percent 
rate (28% + 5% surcharge) is 
$990. ($3,000 x 33%)
The additional 5 percent rate is 
applied to taxable income of up to 
$182,010 for this couple, which 
phases out the tax benefit of the 15 
percent rate bracket and personal 
exemptions. However, the effect of 
limitations or floors on deductions 
or credits is not considered because 
the parent’s adjusted gross income 
is not changed.5
Computation of Child’s 
Marginal Rate
The parent’s marginal rate 
applies to the unearned income of 
any child under age 14.6
Assume that in 1988 a 12-year- 
old child receives $1,500 of 
dividend income on corporate 
stock received as a gift from 
grandparents in 1985. The 
parents are in the 28 percent 
marginal tax bracket. The first 
$500 of the child’s dividend 
income is not subject to tax due 
to the standard deduction. The 
second $500 is taxed at the 
child’s rate (15% x $500 = $75). 
The excess over $1,000 is taxed 
at the parent’s rate (28% x $500 
= $140). The total tax due from 
the child is $215.
The dividend income on the 
above gift is taxed as if it were 
income received by the parents. 
Although a gift under the Uniform 
Gifts to Minors Act (UGMA) vests 
legal title to the property in the 
child, an adult custodian manages 









Other sources of unearned income 
such as taxable social security, 
pensions and investment earnings 
are taxed the same way.8 Thus, for 
a minor child (under 14) who has no 
earned income, all unearned 
income in excess of $500 and the 
standard deduction of $500 will be 
taxed at the parent’s rate regardless 
of the source of the assets creating 
the income.
Computation of Child’s 
Standard Deduction
For a dependent child, the 
standard deduction is the greater of 
$500 or earned income limited to 
$3,000.9 Only a portion of the child’s 
first $1,000 of unearned income 
may be taxed. The first $500 is tax- 
free (due to the standard 
deduction), while the second $500 is 
taxed at the child’s lower rate.10
Assume that in 1988, Betty, a 
13-year-old child, receives 
$1,400 from a taxable pension 
and wages of $700. Betty 
reports $2,100 of gross income,
less the standard deduction of 
$700. The $700 standard 
deduction amount is allocated 
$500 against unearned income 
and $200 against earned 
income. The taxable income of 
$1,400 will be taxed as follows: 
$1,000 is taxed at Betty’s rates 
and $400 is taxed at Betty’s 
parent’s rates.
Trust Income
The Technical Corrections to the 
TRA ’86 explain the computation 
of a child’s tax where the parent’s 
rates are used to determine the 
tax of a trust.11 When the parent’s 
marginal tax rates are used to 
calculate both the income tax of a 
trust under Sec. 644 and the 
income tax of their children under 
14, the tax of the trust is calculated 
first independently of the income of 
the minor child. The tax of the 
minor child is determined by 
including the income of the trust in 
the income of the parent.
In addition, a child who is a trust 
beneficiary includes unearned trust 
income to the extent of 
distributable net income included 
in the child’s gross income for the 
year.12 There are no specific rules 
provided for accumulated 
distributions by a trust under Sec. 
665(b). The general rule under Sec. 
665(b) excludes income 
accumulated before age 21 from 
accumulation distributions for 
children under 14. The IRS will 
provide future guidance by 
information releases or revenue 
rulings for any situations outside 
the exception of Sec. 665(b).
Which Marginal Tax Rate?
If the parents are married but 
file separate returns, the child’s tax 
is figured using the top tax rate of 
the parent who has the higher 
income.13 If the parents are 
divorced, unmarried, or legally 
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separated, the rate used is the rate 
of the parent who has custody of the 
child for more than six months in 
the year.14 If the custodial parent 
files a joint return with a 
nonparent spouse, their joint 
marginal tax rate is used to figure 
the child’s tax.15
Tax Allocation and 
Recomputation
If there are other children under 
14, the unearned income is 
combined and the increase in tax is 
allocated to the children based on 
their prorata portion of unearned 
income.16 If the parent’s taxable 
income is changed through audit or 
the filing of an amended return, or 
the net investment income of one or 
more of the parent’s other children 
is adjusted, the child’s tax must be 
recomputed using the adjusted 
amount.17
Unanswered Questions
While the new regulations 
provide guidance, some 
unanswered questions remain. The 
regulations do not discuss what 
rules to apply if either child or 
parent is subject to the alternative 
minimum tax. However, the 
Technical Corrections to the TRA 
’86 provide that the alternative 
minimum tax imposed on the net 
unearned minimum taxable income 
of a child under 14 will be at least 
what the alternative minimum tax 
would have been if the income were 
included in the parent’s alternative 
minimum taxable income.18 An 
illustration provided in the bill is as 
follows:
A child’s net unearned income 
is $10,000, and the unearned 
minimum taxable income is 
$20,000 which includes $10,000 
in tax-exempt interest on 
private activity bonds. The 
parents are subject to the 
alternative minimum tax for 
the year, and their regular 
marginal rate is 28 percent. 
The child’s regular tax on the 
net unearned income is $2,800. 
Under the proposed law, the 
child’s minimum tax will be 
$1,400 (21 percent of $20,000 
less $2,800).
The regulations also do not 
specify what happens in situations 
where there is a parent but no 
custodial parent. This can happen 
when a child lives with a 
grandparent, guardian or foster 
parent.
Planning Strategies
While permanent regulations or 
revenue rulings may provide some 
further guidance, no major changes 
in the interpretation of the code is 
expected. Therefore, taxpayers can 
rely on the new temporary 
regulations for purposes of 
planning. Since the “kiddie tax” is 
only imposed on unearned income 
over $1,000 for the period the child 
is under 14,19 there are many ways 
to limit the impact of the law. 
Income from investments for 
children or grandchildren should 
be limited to this $1,000 threshold 
each year until the child reaches 
age 14.
For children under 14, growth­
type investments that produce little 
or no taxable income are 
appropriate. The following 
investments should be considered:
1. Growth-oriented stocks or 
securities that do not pay 
dividends
2. Undeveloped land that is 
expected to appreciate in 
value and can be held for 
long-term appreciation
3. Stock in a closely held family 
business paying small 
dividends
4. Deep discount public purpose 
municipal bonds that mature
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5.
6.
on or after the child is 14 
United States EE Savings 
Bonds maturing after the 
child is 14. (There will be no 
tax to pay until the bond is 
redeemed. The gain will then 
be taxed at the child’s lower 
tax rate. There is a restriction 
on this option if the child owns 
existing government bonds 
and is currently reporting 
each year’s interest accrual as 
income. Once the election is 
made to report income 
currently, it is binding on 
additional investments in 
government savings bonds.20) 
Single premium life 
insurance policies. (Because 
earnings on these policies are 
not currently taxed, they 
make excellent investments 
for children under 14. Single 
premium ordinary life 
insurance policies can be 
purchased at a reasonable cost 
based on the child’s age. The 
income on the cash build-up in 
the policy is not taxable until 
the policy is surrendered.21 
Once the child is 14, the policy 
can be surrendered and the 
income will be taxed at the 
lower rate.)
There are two important ways in 
which a child could acquire growth 
assets. They can be purchased with 
cash gifts up to the annual $10,000 
of gift exclusion22 ($20,000 if joint 
gift splitting is elected) or 
purchased jointly with the parent 
having a life interest and the child 
a remainder interest.23 Up to 
$20,000, under the gift-splitting 
rules, may be deposited to the trust 
each year without having to pay a 
gift tax.
Also, parents can employ the 
child in the family business. A 
child with sufficient earned income 
is entitled to a standard deduction 
of $3,000 in 1988 and an IRA 
deduction of $2,000.24 Thus, a child 
could earn up to $5,000 in 1988 
without incurring any tax liability. 
If the family business is a sole 
proprietorship, children under 18 
years of age do not pay social 
security taxes.25
In addition, some form of trust 
arrangement, such as an 
Irrevocable Trust with an 
“independent” trustee, could be 
used by the parents to make annual 
gifts to the trust for the irrevocable 
benefit of the child. The trustee has 
authority to accumulate all or part 
of the income each year. The 
provisions of Sec. 2503(c) requiring 
the principal to be distributed 
when the minor reaches the age of 
maturity (normally age 21) insures 
that the gift is classified as a 
present interest for gift tax 
purposes. Up to $20,000, under the 
gift-splitting rules, may be 
deposited to the trust each year 
without having to pay a gift tax.
Also a Grantor Income Trust
(GIT) which retains for the grantor 
the right to all trust income for a 
period of years could be used.26 At 
its expiration, all income and 
principal pass to the child at age 
14. The appreciation will not be 
included in the grantor’s estate 
provided the grantor survives the 
trust term.
Tax Facts to 
Complete Form 8615
The following example illustrates 
the mechanics of the “kiddie tax”:
James and Ruth Norris have a 
13-year-old son, Fred. Mr. and 
Mrs. Norris have $90,000 of 
1988 taxable income. Fred 
received $5,000 of dividend and 
interest income from a trust 
established by his 
grandparents and $1,200 from 
part-time jobs. Fred did not 
incur enough expenses to 
itemize his 1988 deductions. 
Fred has a 9-year-old sister, 
Jean, and a 16-year-old brother, 
Richard, both of whom also 
have $5,000 of dividend and 
interest income from trusts.27
The information to complete the 
kiddie tax Form 8615 for Fred 
Norris is illustrated in Table 1.
The first step is to calculate
Fred’s net investment income. His 
investment income on line 1 is 
picked up from line 30 of his Form 
1040. Fred enters $1,000 on line 2 
since he has no itemized 
deductions. Line 5 is the net 
investment income.
The second step is to calculate the 
tentative tax based on his parent’s 
rate. His parent’s taxable income of 
$90,000 is entered on line 6. His 
sister Jean’s net investment income 
is entered on line 7. Richard’s 
income is not included because he is 
over the age of 13. The sum of the 
parent’s taxable income and the net 
investment income of their under 
age 14 children is entered on line 8.
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Department of the Treasury
Internal Revenue Service
TABLE 1
Computation of Tax for Children Under Age 14 Who 
Have Investment Income of More Than $1,000
► See Instructions below and on back.






Purpose of Form. For children under age 
14, investment income (such as taxable 
interest and dividends) over $1,000 is 
taxed at the parent's rate if the parent's 
rate is higher than the child's rate.
Do not use this form if the child's 
investment income is $1,000 or less 
Instead, figure the tax in the normal 
manner on the child's income tax return. 
For example, if the child had $900 of 
taxable interest income and $200 of 
income from wages, Form 8615 is not 
required to be completed and the child's 
tax should be figured on Form 1040A 
using the Tax Table. (Instructions continue on back)
Child's name as shown on return
Fred Norris
Child's social security number
119 : 24 : 8234
Parent's name (first, initial, and last). (Caution: See Instructions on back before completing.) 
James Norris
 Parent’s social security number
118  32  4263
Parent's filing status (check one):  Single,   Married filing jointly, □ Married filing separately, □ Head of household, or □ Qualifying widow(er)
Enter number of exemptions claimed on parent's return ►
Figure child’s net investment income___________________________________________________________ _
If the child's investment income is more 
than $1,000, use this form to see if any of 
the child's investment income is taxed at 
the parent's rate and, if so. to figure the 
child's tax. For example, if the child had 
$1,100 of taxable interest income and 
$200 of income from wages, Form 8615 
should be completed and attached to the 
child's Form 1040A.
Investment Income. As used on this form, 
“investment income" includes all taxable 
income other than earned income as 
defined on page 2. It includes income such 
as taxable interest, dividends, capital gains, 
rents, royalties, etc. It also includes pension 
and annuity income and income (other than 
earned income) received as the beneficiary 
of a trust
Who Must File. Generally. Form 8615 must 
be filed for any child who was under age 1^ 
on January 1, 1989, and who had more 
than $1,000 of investment income. If 
neither parent was alive on December 31. 
1988 do not use Form 8615. Instead, figure 
the child's tax based on his or her own rate
Additional Information. For more 
information about the tax on investment 
income of children, please get Pub. 929, 





Enter the child’s investment income, such as taxable interest and dividend income (see instructions). (If 
this amount is $1,000 or less, stop here; do not file this form.)....................  ...........................................
If the child DID NOT itemize deductions on Schedule A (Form 1040 or Form 1040NR), enter $ 1,000. If 
the child ITEMIZED deductions, see the Instructions............................................................. . . .
Subtract the amount on line 2 from the amount on line 1. Enter the result. (If zero or less, stop here: do 
not complete the rest of this form but ATTACH it to the child’s return.) . . . ....................................
Enter the child’s taxable income (from Form 1040. line 37: Form 1040A. line 19. or Form 1040NR. line 36) 
Compare the amounts on Ines 3 and 2 Enter the smaller of the two amounts . ►
1 5,000
2 1,000
 3  4,000
 4  5,000
5 4,000
Step 2 Figure tentative tax based on the tax rate of the parent listed above
6 Enter the parent's taxable income (from Form 1040. line 37: Form 1040A. line 19, Form 1040EZ, line 
7; or Form 1040NR. line 36)................................................   . . 6 90,000
7 Enter the total, if any, of the net investment income from Forms 8615. line 5, of ALL OTHER children of 
the parent. (Do not include the amount on line 5 above.)............................. .................... __ ___   4,000 ----  
8 Add tne amounts on lines 5, 6, and 7. Enter the total ....................  _ 8__98,000------- ------
9____ Tax on the amount or line 8 based or. the parent's filing status (see instructions). Check if from _  _  .................... ...............................................................................070 
□ Tax Table or Tax Rate Schedules 
10 Enter the parent’s tax (from Form 1040, line 38: Form 1040A, line 20: Form 1040EZ line 9. or Form  
1040NR, line 37). Check if from   Tax Table or X Tax Rate Schedules . .................... ...  10—22,238--------------
11 Subtract the amount on line 10 from the amount on line 9 Enter the result. (If no amount is entered or  
line 7. enter the amount from line 11 on line 13; skip lines 12a and 12d.)..............................................................2,640  
12a Add the amounts on lines 5 and 7. Enter the total...................................  12a 8,000  
b Divide the amount on line 5 by the amount on line 12a. Enter the result as a decimal (rounded to two places)  12b__________x .50
13 Multiply the amount on line 11 by the decimal amount on line 12b. Enter the result...........................13 1,320  
Figure child's tax______________________________________________ ___________ __
Note: If the amounts or, lines 4 and 5 are the same, skip to line 16   
14 Subtract the amount on line 5 from the amount on line 4. Enter the result  14  1 ,000_____;___
15 Tax on the amount on line 14 based on the child's filing status (see Instructions) Check if from
  Tax Table or □ Tax Rate Schedule X......................................................................................................
16 Add the amounts on lines 13 and 15. Enter the total.......................................................................................
17 Tax on the amount on line 4 based on the child's filing status. Check if from □ Tax Table or 
□Tax Rate Schedule X....................................................................................................... ....
18 Compare the amounts on lines 16 and 17. Enter the larger of the two amounts here and on Form 1040, 
line 38; Form 1040A, line 20; or Form 1040NR, line 37. Be sure to check the box for “Form 8615" . ►
For Paperwork Reduction Act Notice, see back of form. Form 8615 (1988)
Step 3
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Kiddie Tax
The tax on line 8 using the parent’s 
filing status is $24,878 and is 
entered on line 9. The parent’s tax 
on their return of $22,238 is shown 
on line 10. The difference between 
the two is the parental tax shown 
on line 11. On line 13 is Fred’s 
parental tax (i.e., the tax on his net 
investment income).
The child’s tax is calculated in 
step 3. The amount on line 14 is 
Fred’s income taxed at his rate of 
15%. The amount on line 17, $754, is 
the tax on Fred’s income. The 
amount on line 18 is Fred’s total tax 
of $1,472.
Compliance
Because of the “kiddie tax,” more 
children will be required to file tax 
returns. Furthermore, the parent’s 
return will have to be completed 
before the child’s return can be 
completed. Under the Tax Reform 
Act of 1986, a custodial parent 
must provide the child with his or 
her social security number for 
inclusion on the child’s return.28 
The parent is subject to penalties 
for failure to comply. In addition, 
the social security number for 
minor children age 5 or older must 
appear on the parent’s return.
Radie Bunn is an associate professor of 
accounting at Southwest Missouri State 
University. He has written a number of 
articles for accounting and professional 
journals and is a member of the NAA 
and AAA.
Craig J. Langstraat, J.D., LL.M. 
(Taxation), CPA, is an associate 
professor in the School of Accountancy at 
Memphis State University. Professor 
Langstraat has published over thirty tax 
articles in various accounting and legal 
periodicals. He is a member of the 
Arizona and California Bars, AAA, 
ATA, and AICPA.
Conclusion
While the “Kiddie Tax” has 
restricted income allocation 
possibilities, there are still 
sufficient planning strategies 
available to make income splitting 
among family members worthwhile.
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Are you interested in reviewing selected books occasionally for the 
Reviews Column? If so, complete the form and mail to Jewel Shane, 
Reviews Editor, at the address given below.
RETURN TO: Jewell Shane, Reviews Editor
36 East Fourth Street, Suite 1200 
Cincinnati, Ohio 45202
Classifieds
WANTED. September 1972 issue of 
The Woman CPA to complete editor’s 
file. Contact Dr. Lillian C. Parrish, 
University of Central Arkansas, 
Conway, Arkansas 72032. 501-450-3108.
Feminist/Progressive Firm seeks 
CPA with 4-5 years of recent audit 
experience in public accounting and 
experience working with lesbian and 
gay clientele. Send resume to Pan 
Haskins & Associates, 1390 Market, 
Suite 525, San Francisco, CA 94102.
ACCOUNTANTS - Our local CPA 
firm offers an exceptional opportunity 
to a few motivated, creative and hard­
working individuals who desire to work 
directly with small and medium size 
businesses under the supervision of our 
highly technical and experienced 
CPA’s. Our clientele includes new car 
dealerships, hotels, retailers, 
contractors, developers, personal service 
corporations, etc. Our firm is growing 
with its individual employees. If you 
have 1-3 years’ public experience, are a 
CPA or candidate, send your complete 
resume with references and salary 
history to:
Recruiter 
c/o The Woman CPA 
P.O. Box 39295 
Cincinnati, OH 45239
OIL & GAS 
WELLS
being acquired by oil 
operator at a few cents 
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association with 




W. D. USA, Inc.
P.O. Box 15457





Softly tailored suitdressing, classic suits, con­
temporary sportswear, and elegant dresses for 
a great image during pregnancy and 
afterwards. Catalog with swatches and fit 
guide $3, refundable with order. Visit our 
stores in: Atlanta, Arlington Hts., IL, Baltimore, 
Boston, Charlotte, NC, Chicago, Cleveland, Dallas, 
Denver, Fair Oaks Mall, VA, Fort Lauderdale, Harris­
burg, PA, West Hartford, CT, Houston, King of Prussia, 
PA, Los Angeles, Minneapolis, New Orleans, New York, 
Philadelphia, Pittsburgh, Princeton, NJ., St. Louis, San 
Diego, San Francisco, Santa Ana, CA, Stamford, CT, 
Stanford, CA, Washington, D.C. Telephone 
215-625-0151. 1309 Noble Street, 5th Floor, Dept. 
W09A. Phila., PA. 19123.
$SAVE MONEY$
STOP PERSPIRATION STAINS
With The Lacey Camisole
Soft and sheer with 
water-proof lined cotton 
shields... Protects you. 
Protects your clothing. 
Cuts dry cleaning bills 
in half.
Also comes with shoulder pads*
2670 Del Mar Hts. Rd. #121 
Del Mar, CA 92014
Color: Nude only
Circle: Style Size Quantity Unit Price TOTAL
Regular XS S M L 23.00
X-Protective XS S M L 25.00
Regular XL 26.00
X-Protective XL 27 00
Check enclosed or Charge Visa/MC for 
$. Exp. Date:
□ VISA □ MC #_________________  
Signature________________________  
Phone #_________________________  
*For Camisole with medium shoulder 
pads, add $8.00 to the price of regular or 
extra protection “Lacey.” Camisole 
comes with or without shields. Matching 
lingerie available. 
30-day money back guarantee.
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Robert Half 
rated best by 4 to 1 
in an independent 
national survey
The percentages reflect only the six major specialists 
in financial, accounting and bookkeeping positions.
Personnel directors of a cross-section of large corporations were asked this 
question.
“In your opinion, of the personnel recruiters that specialize in financial, 
accounting and hookkeeping positions, which one is best?”
The result: Robert Half was rated best by 4 to 1 over the next national 
specialist in financial, accounting and bookkeeping personnel.
Next time you’re looking for the best accountants, financial services 
professionals or bookkeepers, call Robert Half, the specialist rated best by 
personnel experts.
© 1987 Robert Half International Inc 
130 offices on three continents
 ROBERT HALF
Where Second Best Is Not Good EnoughSM
Results of a survey by Burke Marketing 
Research on specialists in financial, 
accounting and bookkeeping positions.
